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REPORT TO THE SHAREHOLDERS 


The Directors take pleasure in submitting for 
your information the nineteenth Annual Report of 
your company for the year ended June 30, 1970. 


Earnings — Net income for the year, after 
charges, amounted to $309,791 and equivalent 
to 5.7¢ per share. This compares with $940,309 
or 17.5¢ a share in the previous year. Cash 
flow at the same time was $421,425 or 7.7¢ a 
share against $1,046,522 or 19.3¢ the year 
earlier. 


‘Working Capital, including investments at cost 

at the year end, amounted to $4,918,016, re- 
presenting an improvement of some $417,000 
over the previous year. 


Milling Operations were once again confined 
exclusively to the treatment of ore from the 
lcon Sullivan Joint Venture. It is anticipated 
that the life of this ore deposit wil! be extend- 
ed through the installation of a Sink Float 
plant designed to upgrade some of the material 
with a low copper tenor. Also the operating 
efficiency will improve while treating the 
better grade material by handling less waste. 


1970 


Earnings from operations before 
general, administrative, and 


exploration expenses $ 712,902 


Per share 
Profit from sale of 


investments 35,572 
Net earnings for the year 309,791 


Per share 
Charges to operations not 


‘requiring a cash outlay 111,634 
Increase in working capital 421,425 
Tons milled 231,341 
Copper produced (pounds) 13,377,574 


The report contains the Audited Financial State- 
ments, comprising the Balance Sheet, Statement 
of Earnings, and Source and Application of Funds, 
the Mine Manager’s Report, and the Report of the 
the Exploration Manager on exploration activities 
carried out during the year. 


Exploration activities were broadened consi- 
derably during the past year. Although most of 
the work was confined to Eastern Canada, 
“several prospects in the south western United 
States were examined. In addition, serious 
consideration was given to participating in a 
syndicate which would conduct some recon- 
naissance in Australia. 


Acquisition of the Sheridan interests which 
had been negotiated during the year was not 
consummated. Legal counsel is presently 
studying the situation to determine what further 
action might be taken in connection with this 
matter, 


During the year we continued our policy of 
seeking suitable investments. In this regard 
serious discussions have been taking place 
with an operating mining company and this will 
be actively pursued over the coming weeks. 


The following table presents a summary of 
results for the year just ended. The figures for 
the previous years are also given: 


1969 1968 


$ 1,286,242 528,867 
23.9 © 9.8¢ 


862,864 224,463 
940,309 184,986 
17.5 ¢ 3.4¢ 


106,213 125,874 
1,147,883 411,844 
205,026 193,573 
13,090,793 11,473,083 


EARNINGS 


Net earnings for the year amounted to $309,791 
or 5.7¢ a share. Although this represents a fairly 
substantial decline from the previous year’s 
results of $940,309 or 17.5¢ a share, it should be 
pointed out that the 1968-69 period included 
large profits generated from the sale of securities. 
On the other hand, earnings from your company’s 
share of the Icon Joint Venture were much higher 
than in the previous twelve months. 


PRODUCTION 


A total of 213,341 tons were processed through 
the company’s mill having an average grade of 
3.23% copper and which yielded 13,377,574 pounds 


of copper. As in the previous year, the ore was 


derived entirely from the Icon Sullivan Joint 
Venture ore body in which Merrill Island has a 
10% participation. Because of trucking costs, it 
has not been possible to date to handle some of 
the lower grade material. In an effort to correct 
this situation, a heavy-media-ore-sorting plant 
was constructed last year. Following an initial 
tune-up period, it is now operating satisfactorily. 
The upgrading of the ore with a low copper tenor 
will extend the life of this mine. In the meantime, 
exploration around the immediate mine area is 
continuing with moderate success. The partici- 
pation in the Icon Venture will remain an impor- 
tant part of your company’s operations for several 
more years. 


FINANCIAL POSITION 


As of June 30, 1970, the company’s working 
Capital position amounted to $4,918,016, a net 
increase of $417,616 from the previous year-end 
figure of $4,500,400. The assets contained in 
working capital consist mainly of cash and_bank 
deposit receipts and marketable segnuas taving 
a market value of $2,112,000 against a book cost 
of $2,538,000, Although the portfolio experienced 
a decline in value during the year, we are of the 
opinion that this situation is temporary. The 
securities which are held are, for the most part, 
high grade in nature and they will increase in 
value when the stock market moves forward again. 
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EXPLORATION 

Exploration activities during the past fiscal 
year were conducted on a much broader scale 
than at any other time in the company’s history. 
It is noteworthy that the increased exposure was 
achieved despite reduced expenditures. The 
search for mineral deposits ranged from coast to 
coast in Canada, as well as in parts of the south- 
western United States. In addition, the possibi- 
lity of carrying out some primary exploration in 
Australia was examined. Considering the atti- 
tudes of various Government and other regulatory 
bodies in this country towards the mining indus- 
try, your management believes that it should ex- 
pose itself to opportunities in the mineral indus- 
try on a world-wide basis. 


Details of the specific projects under active 
review are covered in the Exploration Manager’s 
report. 


GENERAL 

The twelve months which covered the nine- 
teenth year during which your company has been 
operating was indeed a most exciting period full 
of contrasts and inconsistencies. From a corpo- 
rate point of view, perhaps the single most im- 
portant development that occurred in this period 
was the definite ending of the great economic 
boom which characterized most of the decade. 
The expansion which, began in the early sixties 
created an air of seemingly unending prosperity. 
Industrial output in all sectors reached record 
highs, bringing with it an unprecedented demand 
for raw materials that at times was difficult to 
meet. The imbalance between supply and con- 
sumption was ultimately reflected inrising prices, 
Copper, in particular, experienced considerable 
pressures and quotations on the London Metal 


Exchange attained an all time high-in late 1969. 
The record prices, combined with a change in 
marketing distribution, had a beneficial impact 
on the company’s share of income from the Icon 
Sullivan Joint Venture. Attendant with the ris- 
ing commodity prices were excessive wage de- 
mands which has resulted in an inflationary spiral 
that will be the major single problem of the next 
few years. Both Government and industry are 
attacking the question of inflation, but so far the 


concerted action has only produced mixed results. 
Usually in such cases the business community 
experience a nervous reaction, and as a conse- 
quence, the economy becomes unsettled. Such a 
development is further characterized by falling 
metal prices. In this context, copper has again 
been the leader, and since the beginning of this 
year, quotations on the London Metal Exchange 
have declined over 40%. Unless this trend is re- 
versed, it can be expected that operating income 
for the current fiscal year will not be as good as 
was the case for the period just ended. 


Another interesting phenomenon that charac- 
terized the recent fiscal year was the sharp de- 
cline of the North American stock exchanges. 
Over the years, as Merrill Island’s working capi- 
tal position grew, your management has followed 
a policy of employing its surplus funds in port- 
folio investments. The objectives of this pro- 
gram are aimed primarily at supplementing income 
from direct operations, as well as seeking a 
capital gain over the medium to longer term. The 
uncertain conditions which prevailed in the eco- 
nomy over the last several months has made it 
difficult to repeat the success enjoyed in our 
previous fiscal year. We are reasonably confi- 
dent, however, that over the longer term many of 
the difficulties confronting the world economy 
will be resolved. This will ultimately be mirrored 
in rising stock markets. 


A further dimension of the portfolio is to act 
as a financing medium for promising ventures in 
the natural resource field. Such investments run 
the gamut of new prospects to established opera- 
tions. Also, preference is given to those situa- 
tions in which a direct commitment can be made 
and where your company’s reservoir of technical 
talent plays as equally an important roll as does 
capital. During the past year your management 
examined several submissions, but unfortunately, 
none of these withstood a critical evaluation, It 
is our belief that high interest rates combined 
with a scarcity of investment capital will bring 
many opportunities in our direction. Therefore, it 
is anticipated that we will continue to be aggres- 
sive in this field over the coming months, and 
that we will be able to find a suitable situation 
in the not too distant future. 


QUEBEC URANIUM MINING CORPORATION 

This company, incorporated two years ago to 
carry out airborne and ground geophysical surveys 
for uranium, uses the most modern radioactive 
detection instruments available. Merrill Island 


played an important role in its incorporation and 
continues to be active in its direction by provid- 
ing both capital and technical assistance for its 
programs, During the current field season some 
30,000 line miles will be flown using a Beaver 
aircraft in various parts of Ontario. Quebec, and 
the Maritime provinces. Along with the Gamma 
Ray Spectrometer and Magnetometer, an Electro- 
magnetometer has been added to the equipment 
package. The addition of this instrument will 
cover any base metal possibilities. Although 
only a small part of the areas selected for flying 
has been surveyed to date, a number of interest- 
ing anomalies have been detected. These will be 
examined in greater detail on the ground later 
this year. 


MAGNETICS INTERNATIONAL LTD. 

Your company continues to maintain a sub- 
stantial interest in Magnetics International Ltd. 
and is indeed pleased with its recent progress. 
For the first six months of its current fiscal year, 
Magnetics recorded sales of $1,042,776 and a net 
profit of $13,148. While this amount, taken by it- 
self, is not significant, it is impressive when 
measured against a loss of $187,502 reported for 
the same period last year. The problems first en- 
countered in starting up the plants now appear to 
have been Completely overcome. Both the Ogdens- 
burg and Prescott facilities are now producing 
ferrite powders of the highest quality which are 
gaining rapid acceptance among the major con- 
sumers. Delivery of the first Jones Wet Magnetic 
Separator to Itabira, the Brazilian iron ore com- 
pany, was made recently, and its performance to 
date has surpassed all earlier expectations. Your 
management believes that the outlook for this 
company is most promising and we look for con- 
siderable growth in the future. 


CAPITAL REVISION 

The American Stock Exchange, under its Re- 
vised Standards for Continued Listing, no longer 
finds it acceptable to continue the listing of se- 
curities which have been selling at a low price 
(generally under $5.00 a share) for a substantial 
period of time. Since the shares of Merrill Island 
Mining Corporation fall in that category, the Ameri- 
can Stock Exchange has suggested that serious 
consideration be given to consolidating the capital 
structure by effecting a reverse split. To date 
your management has been reluctant to undertake 
this move since it did not appear to fulfill any use- 
ful function. However, in light of the company’s 
long-term growth objectives, it is now believed 
that a change should be effected. Also, since the 


bulk of the company’s shareholders reside in the 
United States, we believe it important to comply 
with the request of the American Stock Exchange 
so that the majority of the shareholders will have 
continued access to a market. 


Since this question is of considerable import- 
ance, it is the company’s intention to call}a Spe- 
cial General Meeting of Shareholders some time 
after the Annual General Meeting to vote specifi- 
cally on a By-Law empowering the company to con- 
solidate its outstanding capital. At the same time 
Shareholders will be asked to approve two other 
By-Laws authorizing a change in the company’s 
name and removing the company from under the 
jurisdiction of the Quebec Mining Companies Act 
to the Quebec Corporation Act. | 


- 

THE WHITE PAPER 

In November of 1969, the Federal Government, 
after nearly two years of intensive study, released 
its White Paper on Proposals for Tax Reform. The 
principal purpose of this report was to redesign 
outdated tax structures to fit into today’s highly 
complex economic environment. The proposals 
contain many novel concepts which will, if en- 
acted, affect nearly every taxpayer, whether pri- 
vate or corporate. While some individuals and 
corporations will be affected more than others, it 
appears that the mining industry, in particular, 
was singled out for unduly harsh treatment. 
Specifically, the study recommends the abolition 
of the initial three-year tax-free holiday accorded 
to new mines and depletion allowances. These 
are to be replaced by a system of accelerated 
write-offs and earned depletion through explora- 
tion credits. 


Subsequent to the publication of the White 
paper and following much criticism from the mine- 
ral producers, the Government has proposed some 
amendments which are meant to soften the tax 
impact on the mining industry. The changes 
widen the expenditures through which a corpora- 
tion could earn depletion allowances by including 
the costs of certain ore processing facilities and 
certain expenditures connected with major expan- 
sions of a mine. The third change would increase 
the Federal abatement for Provincial corporate 
taxes from 10% to 25%. The latter measure, how- 
ever, is only a shifting of tax responsibility from 
one level of Government to the other. 


Despite the proposed changes, the adoption 
of the White Paper will add a considerable burden 
to the mining industry, making it the most heavily 
taxed segment of Canadian industry. Moreover, 
since small mines are financially unable to con- 


duct much exploration and thereby earn depletion 
allowances, they may well be taxed out of exist- 
ence. 


The exploration for, and development of ore 
deposits, is, even under the best of conditions, a 
highly risky undertaking. The probabilities of 
success are small while the costs arehigh. Add- 
ed to these uncertainties is the burden of an ex- 
tremely inhospitable climate found in the remote 
north, where most of the exploration endeavours 
take place. These factors alone make the raising 
of capital for the mining business difficult. If 
the extractive industries must now absorb an ad- 
ditional weight in the form of taxes, then there 
‘will be no question that capital normally channel- 
led into exploration will seek alternative forms 
of employment. Such a development would indeed 
be most unfortunate and could have tremendous 
repercussions throughout the entire economy. A 
healthy and vigourous mineral industry provides 
the basic stepping stone upon which great nations 
are built. If Canada is to continue to grow and 
prosper as well as push back its frontiers, it Is 
paramount that capital keeps flowing into the 
natural resource industries. Therefore, rather 
than impose additional hardships on an industry 
that is fraught with risks from the beginning, new 
incentives should be granted. Your management 
sincerely hopes that these proposed changes will 
be given long and serious deliberation before be- 
ing passed into law. 


Your Directors wish to express their sincere 
appreciation to all of the staff for their deter- 
mined effort and loyal services throughout the 
year. 

Respectfully submitted on behalf of the 
Board of Directors. 


R. P. Mills, 
Chairman of the Board 


BLO chy 


H.J. Mockler, 
President. 
Montreal, Quebec. 
September 8, 1970. 


_ MINE MANAGER'S 
AND EXPLORATION MANAGER’S 
REPORT TO THE DIRECTORS 


MINING 


GENERAL 


The production of ore for the fiscal year under review was 222,868 
tons broken, and came from four sources: underground, Pit #1, Pit 
#2, Pit #3. The major proportion came from underground, and in ad- 
dition to that, there was 39,995 tons of low grade material broken. 


Underground Pit #1 Pit #2 Pit #3 Total 


Ore broken (tons) 116,186 90 74,405 32,187 222,868 
Ore mucked 115,879 2,812 64,642 31,083 214,416 
Waste broken 14,012 61-9353083 2570 File 74157 
Waste mucked 15,071 — 39,459 17,806 72,336 
Low grade broken 39,995 = — - 39,995 
Mucked to SP 2 29,786 — — - 29,786 
Mucked to underground SP 12,655 — _ = 12,655 
Mucked from SP — 464 — — 464 
Drifts Advance 3,820 

Raises Advance 110 

Waste from raises 1,047 

Waste mucked 1,047 

Over burden removed (cu. yds.) 33,380 34,263 


Plans that have been approved by Icon Sullivan Joint Venture to 
install a heavy media ore sorter have been carried out. It has been 
in operation since the 28th of May, 1970. For construction there 
were 5,514 tons of rock broken and 11,689 cu. yds. of overburden 
removed. 


Respectfully submitted, 


E.W. Watt, 
Mine Manager 


August 18, 1970 
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MERRILL ISLAND MINING CORPORATION, LTD. 
(No Personal Liability) 
(Incorporated under the Quebec Mining Companies Act) 
BALANCE SHEET AS AT JUNE 30, 1970 


SIGNED ON BEHALF OF THE BOARD: 


R. P. MILLS Director 


H. J. MOCKLER Director 


The accompanying notes are an integral part 
of this financial statement. 


ASSETS 
1969 
CURRENT ASSETS 
Cash and deposit receipts $1,625,967 
Accounts receivable 
Joint venture (Note 1) 345 ,014 
Other 69,348 
Current portion of note receivable 200,000 
Marketable securities at cost (Note 2) 2,174,697 
Inventory of supplies at cost 144 262 
Prepaid expenses 7 A462 
4,566,750 
INVESTMENTS — 
5% note receivable due 1971 less current 
portion included above 100,000 
Investment in wholly owned: unconsolidated 
subsidiary shares at cost and advances 
being approximately underlying book value 33,586 
. . 133,586 
FIXED ASSETS at cost (Note 3) 
Mill, buildings and equipment 1,284,006 
Accumulated depreciation 884 ,075 
399/931 
Townsite lots and houses 628 ,805 
Accumulated depreciation 325 ,943 
302 ,862 
Mining properties 5,600 
708 ,393 
DEFERRED EXPLORATION EXPENSES (Note 4) 60,000 


$5,468,729 


197972 


5,420,340 
1,487,720 | 
6,908,060 
2,502,333 
4,405,727 
1,260,891 


5,666,618 


$5,782,359 


MERRILL ISLAND MINING CORPORATION, LTD. 
(No Personal Liability) 


STATEMENT OF EARNINGS AND RETAINED EARNINGS 
FOR THE YEAR ENDED JUNE 30, 1970 


MILLING REVENUE 
: Joint venture profit sharing (Note 1) 


_ Joint venture toll charge (Note 1) 
~ Metal sale adjustments 


EXPENSES — - MILLING has a 


AdiTeiocek on Sane 
Insurance, taxes and other 
_ Depreciation (Note 3) _ 


Earnings from milling operations 
INVESTMENT INCOME 


Gain on sale of investments. 

Interest ; 

Dividends. 

Loss on townsite ualeee including 
depreciation of $54,071 in 1970 
and $55,710 in 1969 (Note 3) 


Earnings before general, administrative 
and exploration expenses 
GENERAL AND ADMINISTRATIVE EXPENSES (Note 7) 
Earnings before brag ues expenses 


EXPLORATION EXPENSES 


OTHER REVENUE 

Profit on sale of fixed assets | 
NET EARNINGS (Note 8) 
Retained earnings at beginning of year 


RETAINED EARNINGS AT END OF YEAR 


The accompanying notes are an integral part 
of this financial statement. 


1969 


$ 306,792 
102,522 
376 


409,690 


17,899 
6,351 
50,503 


74,753 


334,937 


862,864 
124 ,238 
22,885 
(58 ,682} 
954,308: 
1,286,242 
_180,334 
1,105 ,908 
165,599 
940,309 


940,309 
10,791 
$ 951,100 


MERRILL ISLAND MINING CORPORATION, LTD. 


(No Personal Liability) 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED JUNE 30, 1970 


SOURCE OF FUNDS 


Operations 
Net earnings 


Charges not involving an outlay of funds 


Depreciation on mill, buildings and 


equipment 


Depreciation on townsite houses 


Note receivable 

Sale of fixed assets — at cost less 
accumulated depreciation 

Decrease in advance to subsidiary 


APPLICATION OF FUNDS 


Deferred exploration expenses 
Reduction of mortgage payable 
Purchase of fixed assets 
Increase in advance to subsidiary 


INCREASE IN WORKING CAPITAL 


Working capital at beginning of year — 


WORKING CAPITAL AT END OF YEAR 


To The Shareholders 
Merrill sland Mining Corporation, Ltd. 
(No Personal Liability) 


1969 


$940,309 


50,503 
te ee 


1,046, 522 


200,000 


60,000 
26.871 
poe getty 

8576 
98, 3,639 


oe * 147, 883 
ave 3.352517 


$4,500,400 


. AUDITORS’ REPORT ee 


We have examined the balance sheet of Merrill Island Mining Corporation, Ltd. (No Personal Liability) as- — 
at June 30, 1970 and the statements of earnings and retained earnings and source and application of 
funds for the year then ended and have obtained all the information and explanations we have. required, 
Our examination included a general review of the accounting procedures and such tests of the 
accounting records and other supporting evidence as we considered. necessary under. the circumstances. a 


In our opinion and according to the best of our information and the explanations given. to Us and as 

shown by the books of the company, these financial statements are properly drawn up so as to exhibit a 

true and correct view of the state of the affairs of the company as at June 30, 1970, and the results of its 

operations and source and application of its funds for the year then ended, in accordance isk generally 
_ accepted accounting principles applied on a basis consistent with that of the preceding year. 


August 7, 1970 


RIDDELL, STEAD, & CO: 


MERRILL ISLAND MINING CORPORATION, LTD. 
(No Personal Liability) 

NOTES TO FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 1970 
Icon Sullivan Joint Venture 

Under an agreement dated May 1967, the company performs the milling of copper ore for the joint venture in 

consideration of a toll charge per ton of ore milled and 10% of net profits of the joint venture. The term of this 
agreement is for a period of five years expiring in May 1972, and is subject to cancellation on six months notice by 
either party. 


Marketable Securities 


Quoted or Cost 
Estimated 
Bonds, debentures and Market 1970 1969 
shares at: 
Quoted market value $1,401,391 $1,962,880 $1,184,867 
Estimated market value 625,775 575,775 989 830 
$2,027,166 $2,538,655 $2,174,697 


Fixed Assets and Depreciation 


Mill buildings and equipment are located on property leased at an annual rental of $1 under an Sareeent 
extending for a period of seven years after the termination of the Icon Sullivan Joint Venture referred to in Note 1. 
These assets less estimated salvage value are being depreciated over the life of the joint venture agreement. 


Townsite houses are being depreciated over a period of ten years. 


Deferred exploration expenses 
the following projects have been deferred: 


Project 1970 1969 
Taché Lake Mines — Quebec $ 60,000 $ 60,000 
J.J. Dolan Option — New Brunswick 63,347 _ 
Ran Lux Mines-Bear Bay Option — Quebec 12,411 - 

St. Lawrence County — New York — U.S.A. 143 = 
$135,901 $ 60,000 


Contingent Liabilities 

The company is the defendent in legal actions of $65,910 plus interest from March 1, 1966, and $81,762 plus 
interest from November 30, 1956. The company has denied any liability in respect of these claims and has taken steps 
to support its denial of liability. 


Authorized capital stock 


During the year, by supplementary letters patent, the authorized capital stock of the company has been increased 
from 6,006,000 to 10,000,000 common shares of a par value of $1 and 2,000,000 preferred shares of a par value of $5 
were created. 


General and Administrative Expenses 


Included in this amount are directors’ fees of $11,550 ($12,800 in 1969) and executive remuneration of $51,550 
($34,700 in 1969). 


The company has an agreement with a service corporation to provide office space, accounting services, office 
employees and supervision of the Exploration Department. Fee paid to this corporation during the year ended June 
30, 1970 amounted to $24,000 ($22,500 in 1969). Two of the principal shareholders of the third party are the 
Chairman and Secretary-Treasurer of Merrill Island Mining Corporation, Ltd. 

Income Taxes 

No provision for income taxes is required for the current year as a result of the elimination of non-taxable income 
and the availability of exploration and depreciation expenses previously unclaimed for tax purposes. The total of these 
unclaimed expenses which remain to be carried forward against future taxable income amounts to approximately 
$2,330,000 as at June 30, 1970. In addition, losses carried forward for tax purposes amounting to $288,365 for a 
prior year and $64,304 for the current year are available until June 30, 1973 and June 30, 1975 Teapeeiely against 
future taxable income. 

Options to Purchase Shares 2 
As at June 30, 1970 the eee had the following options to sae ky es shares of: 


ge ae Getlepatee Number fie ae Price 
ys Mamé ot Cobipaiys Ge ee, 2 ot shares ge ee eet sar | 
Quebec Uranium Mining. Corporation PN ee, 200,000 Bs ti SS : sr ies an 50 
(No Personal Liability) gait cee oe 50,000. Saat Se Oe a ee 0.60 


Bruneau Mining Corporation (1970). ae es fi : VRE i aN is teamed SME RI Se eT ook. oe. & $5 
(RE ees ee ae ee a TAO DOO toil ce Soe tie Se 
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Merrill Island Mining Corporation, Ltd. 


(NO PERSONAL LIABILITY)  - 


See nual Keport 


July 1st to December 31st 1967 


MERRILL ISLAND MINING CORPORATION, LTD. 


(NO PERSONAL LIABILITY) 


To the Shareholders of 


Merrill Island Mining Corporation, Ltd. 


There was a change in your company’s operations in June, at which time milling of 
the ore from the Merrill mine was discontinued and the entire milling facilities 
devoted to handling ore for Icon Syndicate. Underground work was concentrated on 
trying to develop additional ore reserves and the ore mined was stockpiled on 
surface. 


The statement of operations has, therefore, been revised in order to provide a 
comparative statement for the same period of 1966, which is summarized as follows: 


Mine revenue for the six months ended December 31, 1967, was $252,226 as compar- 
ed with $828,233, and gross profit from mining operations was $82,714 as compared with 
$62,584 for the six months ending December 31, 1966. Revenue from investments was 
$131,012 against $13,639 in 1966, and the profit before charging off exploration expense 
was $115,594 as compared with $2,655 in 1966. Exploration expenditures (all of which 
were charged against current operations) were $106,361 and profit for the period 
was $9,233. This compares with exploration expenditures of $48,922 and a loss of 
$46,267 for the six months ended December 31, 1966. All of the above figures are 
subject to audit and year end adjustment. 


Current assets as at December 31, 1967, were $3,594,930, including cash and deposit 
receipts of $1,430,083 and investments of $1,602,723. Current liabilities were $76,774, 
leaving net working capital of $3,518,156. This compares with $2,624,549 a year ago. 
The enclosed Statement of Source and Application of Funds shows an increase in 
working capital for the six month period of $572,898. 


ICON SYNDICATE 


Beginning in June the principal mining and milling operations were carried on for 
Icon Syndicate and our own underground work consisted of mining and stockpiling 
of ore and underground exploration in an effort to increase ore reserves in the 
Merrill mine. These were not successful and the shaft, underground workings and 
certain other assets were sold in December to Campbell Chibougamau Mines Ltd. 
Your company is now mining and milling the ore of Icon Syndicate under the agree- 
ment whereby Icon pays all operating costs and Merrill participates to the extent 
of 10% in the operating profits after repayment of Icon’s expenditures in bringing the 
property into production. The total expenditures incurred by Icon is estimated at 
$1,200,000 and the operating profit for the five months to October 31, 1967, $1,013,036. 
Full repayment of the Icon expenditures should, therefore, be obtained from the 
profits earned in November and beginning in December 10% of the operating profit 
will accrue to Merrill. 


The mining staff is now employed in the Icon operation and your mill and related 
facilities are operating at capacity. 


CAMPBELL CHIBOUGAMAU MINES LTD. 


Agreement was reached with Campbell Chibougamau Mines Ltd. for the sale of the 
area presently under lease from Merrill to Campbell, the shaft and underground 
workings of Merrill, including mining equipment, buildings and the stockpile of ore 
on surface. In addition, Merrill also transferred to Campbell its interest in certain 
agreements between Merrill and Chib-Kayrand Copper Mines Limited respecting 
Chib-Kayrand mining concession and an additional 71 claims in Obalski township. 


The purchase price was the issuance to Merrill of 50,000 shares of Campbell Chibou- 
gamau Mines Ltd. and $700,000, of which $200,000 has been received and the balance 
is payable $200,000 in January, 1969, $200,000 in January, 1970 and $100,000 on 
January 5, 1971. Your company, therefore, received approximately $1,050,000 from the 
sale of these assets, which also includes a general release of our claims and legal 
action against Campbell Chibougamau Mines Ltd. 


With the depletion of our ore reserves the mining of the remnants of ore in widely 
scattered areas on a salvage basis was not profitable. Sale of the underground 
workings relieves the company of any further exploration and maintenance expenses. 


EXPLORATION 


Exploration activities were expanded. Diamond drilling on your mining concession 
known as Block “D” in Obalski township in Chibougamau obtained only low copper 
values. Five E.M. conductors in Gand township outlined by both aerial and surface 
geophysical surveys were tested by diamond drilling. Two properties, one in Rouyn 
township and another in Laverlochere township, Quebec, were investigated by 
geophysical surveys and surface trenching. The assays obtained were low and the 
options have been dropped. Two properties in the Gaspe area were also explored by 
geophysical methods and by a program of diamond drilling with negative results. 


A joint exploration program with Terra Nova Explorations Ltd. in British Columbia 
investigated a new copper area and will be continued again this year. Prospectors 
for the company discovered two sulphide showings in Julien and LaTouche town- 
ships west of Chibougamau. A total of 36 claims were staked covering these showings, 
which will be further explored this summer. At present, two properties, one in the 
Newcastle area, and the other located 20 miles west of Saint John, New Brunswick, 
are being explored by a program of diamond drilling. Negotiations are underway for 
the optioning of two partially developed gold properties in Quebec. 


Your company is active in uranium exploration through its 40% interest in Quebec 
Uranium Mining Corporation. This company is engaged in locating and exploring a 
number of areas containing radioactive material. The holdings in Cons. Quebec 
Smelting & Refining Ltd. amounting to approximately 12% interest, have been 
retained and your management intends to increase its interest as this company’s 
operations expand and additional financing is required. 


OUTLOOK 


Exploration activities will be continued in an effort to locate and develop ore 
deposits of economic size and importance. With the cash resources now available, 
your management is attempting to broaden the company’s activities into other fields. 
Income from your participation in Icon Syndicate should increase in the coming 
months if the present price of copper metal is maintained. 


R. P. MILLS, 
President. 
Montreal, Quebec. 
February 12, 1968. 


MERRILL ISLAND MINING CORPORATION, LTD. 


(NO PERSONAL LIABILITY) 


UNAUDITED STATEMENT OF OPERATIONS 
For the six months ended December 31, 1967 


Unaudited Unaudited 
1967 1966 
Revenue 
— sale of stockpiled and broken ore and metal sales 
adjustments net of production costs (1967 — $134,142, 


1966 5 S484 174) Note Vio Acciaccccccsenusemrcee $118,084 $344,049 
=—ECLISLOMMMINIIM St —9 NOTE 20. orcs. sectacectacccotsassucsescressossessincster 48,244 48,543 
166,328 392,592 
Expenses 
— mine and mill administration ue ssssssesesssseseseeee 25,992 77,719 
—INSUFANCE TtAXES LAM LOUNEM ns.asscetessettstesotesecneteanetieree oe 12,904 18,784 
seme OPM OC LALUO N reene «freee senate sevires aus sui tiacasaccvbsnsoeanns Weraeseonemmeteee 44,718 233,505 
83,614 330,008 
GrOSSePHOnle OMe ODEN ALI ONS acceso ettttsren cavenecnsecsootseceserasessscersessesose es 82,714 62,584 
Revenue from investments 
Sm DTOTMEL OM SALC Sumesvseetictssscancotes noctocrarestarevsanocuseait one teeers re ereetes 114,343 5,204 
oS TOWNES? ears ee cane eh 44,607 36,126 
mM CHIVICLCING SUMENR er eorte oocten cscs svscesssesetvacerdossrecucecscessvecouetertreeeereeteteae 6,059 4,683 
— loss on townsite houses including depreciation of 
9257404. (1 9665 — 1 $28,403) menescrereenretetras ane mmeterrrtcrs (34,007) (32,384) 
oei(0h NS Scrtosic aee eRe Pett ar Re EA TRE he rte ety 10 10 
131,012 13,639 
213,726 76,223 
General administrative Expenses ..........cessssesessessssencseseessessesseneeres 98,132 73,568 
115,594 2,655 
Explorations ExXPenSeSmacccsmcnterscheutrttescratrrtsnstteriettimescssrcerts 106,361 48,922 
PROLILM(IOSS)IMTOR, thE x DON IOG) o. scccossarscsscnscessscararcvescosnuscansesszvoneservartecere $ 9,233 ($ 46,267) 
NOTES: 


1. Effective December 1, 1967, the company sold the mining concessions, under- 
ground workings, mining equipment and buildings including shaft and_ hoist, 
residences, stockpiled ore and underground broken ore located on Blocks A, B 
and C of Obalski and Block B of McKenzie Townships in the Chibougamau 
district of Quebec. 


2. The agreement with Icon Sullivan Joint Venture provides that they pay to this 
company 10% of the excess of receipts over expenditures after deduction of 
preproduction expenditures, payments for mining rights, fixed asset costs and 
costs of mining, milling and marketing. 

To December 31, 1967 no portion of the excess has been taken into income as the 
required financial information has not yet been provided to us. 


MERRILL ISLAND MINING CORPORATION, LTD. 


(NO PERSONAL LIABILITY) 


UNAUDITED STATEMENT OF 
WORKING CAPITAL INCLUDING INVESTMENTS 


Unaudited Audited 
December 31, June 30, 
1967 1967 


Current/"ASSCES ce eet ee rename aroma emer $1,992,207 $2,476,654 
TVS EOI ES ee accesses eee oe re ee eee mercer 1,602,723 


3,594,930 3,105,147 
Current liabilities -:c.cs.1ae eee aero 76,774 159,889 


3,518,156 2,945,258 


Working capital including investments 
as. at -June%30i71967 st. erect ee ceca ee 2,945,258 


Increase in working capital for the 
six months ended December 31, 1967 oo....ccccessseseseseseee $ 572,898 


UNAUDITED STATEMENT OF 
SOURCE AND APPLICATION OF FUNDS 


For the six months ended December 31, 1967 


FUNDS WERE PROVIDED BY: 


Operations 
—. profit for the: period 12..caaecreeties cure arctic. nee ee $ 9,233 
Charges to operations not requiring the use of funds 
Depreciation — mill buildings and equipment ........ $ 44,718 
— townsite HOUSES oo. ccsesesseseseees 28,464 
== OLMEN Mee csrrteren eit ee 122 73,304 
82,537 
AdjUStmentTots Priore years CXDENSESmerersceretacecencea ere ttaceenenreeternenrereree 12,844 
ISSUG)OF Capital istOCKass.nvencve tes, tect tersccienectsrasencacinea tne eee 35,000 
Salecof ‘fixedvassets Kitt, UU Aone. eas he eater 493,641 
624,022 
FUNDS WERE APPLIED TO: 
Purchase of fixed ‘assets ma aawataspuns cecten emt te ccec maine 6,753 
Reduction of long-term debt — mortgage payable ou... ccsescsssescseecnees 13,560 
Loss ‘onsale of assets 987 UR. Beek ek Sees Os ee 30,811 
51,124 


shgnect Meh ctopohuigcs os aan en adi pea eons eet oetmnete $ 572,898 
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